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2003 ANNUAL AIRSPACE AND EXCESS LAND REPORT

The Department of Transportation (Department) is pleased to report on the Airspace and Excess Lands
Sdes Program. This report highlights accomplishments over the past year, aswell as current issues.

AIRSPACE

The Airgpace Program leases operating right-of-way for multiple uses, induding wirdess tower Stes
Airspace is defined as any property within the right-of-way limits of an existing operaing highway, which is
capable of other uses without undue interference with the operation and foreseeable future expansion of the
transportation corridor, for highway or other trangportation uses. The god of the program is to maximize
public and private multiple use of the right-of-way, in concert with community needs and good land-use
planning. Airgpace's intent is to maximize revenue and the utilization of Airgpace in compliance with
Department goa's and objectives.

Last year the report to the Cdifornia Transportation Commisson (Commission) anticipated a reductionin
annud airgpace income primarily due to the impacts of the seismic retrofit program and the recongtruction of
the west approach to the Bay Bridge in San Francisco (Didrict 4). These congtruction activities, combined
with the transfer requirements of SB 798 (Burton) and legidative efforts on the Transbay Termind were
expected to adversely impact some of the most profitable airspace Sites.

As predicted, there was sgnificant impact to airspace revenue. In Fiscal Year (FY) 2002-03 tota revenue
was $16.3 million, down from $20.1 million in fisca year 01-02. Airspace revenues can be broken down
between ground leases a $13.83 million with the wireless component generating an additiond $2.44 million.
Department operating expenses remained fairly able at $1.9 million, versus $1.8 million in FY 2001-02.
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The expense-to-gross-income ratio, one of the key performance measures of this program, was high at 11.7
percent this fisca year, as compared to the Department’s 10 percent goa and last year's 9percent.
Departmental operating expenses are tied primarily to the number of |leases as opposed to revenue. Theloss
of only 26 land leases (586 to 560) due to the impacts described above, had a disproportionate negative
impact to revenue (4 percent reduction in leases equaed a 19 percent reduction in income) as they were
some of our mogt profitable. The increase in expense-to-grossincome to retio is adirect result.

Mesting the current 10 percent god may be unredigtic until the Bay Bridge is complete and the find impacts
of the Trans Bay Termind trander are understood. Due to these continuing congraints, an 11 percent
expense-to-gross income ratio may be a more redigtic near term goad. The Department may move closer to
achieving the 10 percent goa through the continued leasing of wireless sites and an expanded arspace
marketing and leasing effort, if found feasible, as outlined below.

Wirdless stes however increased from 108 in FY 2001-02 to 123 in FY 2002-03. Income for the wireless
program fluctuates year to year, depending on which fiscd year payments are actudly made. Due to this
fluctuation, average income over a period of years, is more reflective. The Department continues to gpprove
ingdlations of wirdess stes within freeway rights-of-way and the number of approved sites has increased
every year since the Program’ sinception.

Possessory interest taxes paid by airgpace tenants to the loca cities and counties this fiscal year totaled
approximatey $3.9 million, versus $4.8 million last fisca year. The decline in possessory interest taxes is
tied to the drop in gross revenues as the tax determination is calculated as a percentage of |ease revenues.

Attached is a chart detailing the Program’ sincome and expenses for the last nine years.

OPPORTUNTIES AND CONSTRAINTS

For the current fisca year (July 1, 2003, through July 30, 2004), the Airspace program will be somewhat
congtrained due to budgetary limitations. The operating expense budget has been reduced by 53.4 percent
from last year's $269,609 to $125,704. These funds cover al expenses for the staff in the program, other
than sdaries, including training, travd and automobile expenses, marketing and advertising expensess,
consultants, independent appraisers, etc. Staffing has remained stable.

This fiscd year the Airgpace Program will face smilar chalenges due to the continuing congtruction on the

Bay Bridge and the pending transfer of the Transbay Termind. Maintaining the current level of revenue from
the ground leases will be a program god.
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It is anticipated that the wireless component will continue to show steady growth. The potentia income from
fiber optics continues to be dusve. The indudtry is struggling with a temporary overbuild of fiber and the
Depatment is awating the outcome of litigation chdlenging its authority to recelve compensation for
telecommunications within the operating right-of-way.

In an attempt to off set revenue losses, the airgpace program is studying the feasibility of a proposa that may
generate additional income through a marketing and accelerated leasing program, smilar to the Acceerated
Excess Sdes effort.

The speculative nature of leasing airgpace sites and the direct impacts of economic conditions present some
chdlenging obstacles. Availability does not necessarily result in a lease. Etimates of possble increased
revenue from such a program, range from $100,000 per annum to $400,000 per annum. If found feasible, it
is estimated that an additiond $50,000 of operating expense would have to be redirected to support this
effort.

EXCESSLAND

The Excess Land Program manages the inventory and administers the disposa of red property vested in the
Department, which has been determined and certified to be no longer required for rights-of-way or other
operationa purposes. Excess Lands staff prepare property for sde, so that it may be returned to private
ownership or other public use, while generating revenues to the State Highway Account.

In FY 2002-03, the Department disposed of atota of 266 properties with areturn of $18.1 million.

In response to the current budget situation, the Department implemented an Accelerated Excess Land Sdes
Plan in FY 2002-03, which isin addition to our regular excess land program. The Accderated Excess Land
Sdes Plan targeted properties for their revenue potentid. This 18-month plan is expected to return $35
million. At the ax-month mark (January 1, 2003, through June 30, 2003), the Department is ahead of the
god origindly identified with sde proceeds of $12.5 million, or 105 percent of the target for the period.

It is expected that the sales god of the acceerated plan requiring the sale of an additiona $22.5 million, will
be achieved during the current FY 2003-04.

The Department is committed to applying the principles of concentrating resources on high value parcels to
maximize the return to the State.

Attachment
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